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References:  COCOM 2451, 2749, 2791, 2911, 2967, 2972, 2989, 3028, 3029, 3030,
3058, 3083, Sub-C(57)1, W.P.s 3 and 4.

Notes The following document is a detailed report of the discussions
which took place in the Sub-Committee, A number of general
statements were made in the Committee both before and after
the Sub-Committez held its meetings separately. 'These state-
ments, together with a brisf report mede to the Comittee by
the Chairman of the Suo-Commitiee, -rill be found in COCOM 3083,

I, IMPORT CRRTIFICATR, DELITERY VEJLITICATTON SCHEME

() DVs for gnnds in bond and Fres Yralde Zones

1. The CHAIRMAN recalled +ha* the resulis of the previous year's dis-
cussion wers to be found in COCOM Sub-2{37}1 paoracieph 38, He asked whether
Delegations which were still experiencing difficulties considered this a serious
or a ninor problem,

S AL

jairy

2, The UNTIED STATEZS Nelanaie sald that his authorities could issue DVs
for goods held in bonded uarchouses but not for those in Frae Trade Zones,

It was not & major problem but it contained scme difricultiss., His authorities
ha¢ therefore sugeested a custem whereby the imporwer would voluntarily agree
to subject the consigrment to thc export controls of the importing country.
Full details of this proposal were to be found in COCOM 3029. He pointed out
that there were consicdarable administrative problems irvolved in keeping track
of shipuents which might remain in bonded war:zhouses for a year or mors.

3a The CEMAN Delegate stated that his authorities had experienced cer-
tain difficultics of a domestic kind, He cbservel that if the owner of the
goods were not a national of the country in which they were stored the only
control that could be ocxercised was to stop a dirsct shipment to the JSoviet Ploc.
He rocognised that there was a danger of diversi-n but said that bonded ware--
houses would lose their valus if ‘oo many ccntrois ware imposed upon thelir use,
The answer was to get third countries to adopt the control system, or a second
possibility was the conirol of the financial transaction in quastion.

bo The FRENCH Delegate stated that his autherities had experienced fewer
casos of difficulty since the last meeting of the Sub-Committee, He said that
it was essential for the cxporting country to have a DV as soon as possible;

to wait one or two years causcd administrative difficulties and there was a risk
of the case loosing its iwportance, The problem became more acute when the
goods had been pald for becausc the sxporiar had done all that was requircd by
his authoritiecs. Ho was in fevour of the system proposed by the United States,

54 The GIRMAN Delerate said that tho remarks of his French colleague well
illustrated the difficuities. If the system proposed by the United Statos
authorities (COCOM 3029), were put into practice, the authorities of the country
in which the bonded warchouss was situatod would have to ask for an IC, which
would make the use of a bonded warzhouse oxtromely irksome since specd was essen-
tial for goods in bond. It was difficuli to find a system which left bonded
warehouses and Free Trade Zonss the maximur Troedom.  His own suggestion was
that when the owner of tho goods was in the country in which the goods were
stored, he should be asked for a declaration that he 'rculd not ferward the goods
to the Soviet Bloc, This would be similar to the declaration called for in the
case of ICs and the authorities would then issue scmeothing similar to a DV.

6, The UNITED STATES Delegate said that he was grateful for the support
which had been given by his French colleague and 2l.o for the German recegnition
of the problem, He thought the systom proposed in COCQY 3022 would work in the
United Stutes, In rzply to the point made by the German Delecate on the
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poasibility of delay in releasing goods from bonded warehouses, he peinted out
that under the systsm that his autherities were proposing an impcrter could
withdraw his goods at any time and a DV could be issued on the advice of the
authorities at the bonded wsrchouse. Should the importer wish to forvard the
goods to a third country, an IC would be required.

7. The UNITED ZINCDOM Dologate sald th:4 ICs might already have bucn lssuad
for the goods in bomd. The issuance of an IC meant the accoptance of the res-
ponsibility for the disposal of the goods, A4 difficulty arose when the final
disposal of the goods was not under the control of the authorities issuing the IC.

8. The NETHERLANDS Delsrsie pointed out that if an impcriter obtained an IC
it simply meant that he intended to import tihe goods. DIroof that he had dore so
could te obtained when a DV wac issued. This applied also to goods in bond.

9. The CHATRMAN recalled vhat when the TC/TW scheme hed been introduced,
the Netherlands authorities had ask +t to be extended to merchanting trans-
actions in which the customer's ot riven, therelore a scheme had been
worked out vhereby the importzr r %o Cispos: cf the goods only with pep-
mission. Timing was the weak spot: sommitment mizat not be fulfilled for
one or two years, He asked the Comn whether they found the system proposed
by the United States euthcritices im CUSUM 2029 to be sccenlable,

10. The NETHERLANDS Delsgate said that in his cpinion the United States
sclution was toc optimistic, If it were put cn a voluntary basis it would mean
that there were no penaltios for wrongdeers, He folt that the only satisfactory
solution would be trans-shipment licensinz, which his authorities could not
gceept.

1. The BELGIAN Delegate said that the United Statss proposals entailed make
ing new rulez, There were certain difficultics and dolays in the present

system, but in his own experierce those war: not numercus, His authorities soon
became awvare of firms which forwarded goods from bornded warehouses to the Sovist
Bloc and were able to hindor theiw transsctions. He relt that this was ths

most effective way of dealing with the problem.

12. The IZALIAN Delegate stot2d thet he agresd with his Belglan collesgue,
The control suthoritics might request the importer at any time to account for the
good s,

13. The FRENCH Delegate said that his authoritiss were in a special position
because there were no Free Tracde Zones in France, only bonded warchouses under
customs gontrol. Goods remaining under owmership of a foreign national were
still the responsibility of the authorities of the expeoriing country. He stated
that there was no vwossibility of unauthorissd re-export from ¥rance since goods
were ¢ arefully watched from the time of their entry into bond and could not be
re-exported unless the documents,including the IG, were in order.

L. The JAPAMES? Delsga®e said thai the customs authorities in Japan issusd
DVs for goods in bonded werchouses. These goods were under complete customs
control. There was ancther kind of specizlly designated bonded area for transit

goods which were subject to simplified customs handling. No DVs were issued in
this case since it was unlikely that the goods would eventually be imported into
Japen. No cases had so far arisen of a DV being requested, There was no diffi-
culty about issuing DVs in the former case but it would not be possible in the
latter. His authorities were prepared to meke a certain sttestation if asked

by the exporting country, to the effect that the goeds had arrived in Japan end
were stored in specially d»signated areas. This concerned goods for which ICs
had not been issued.

154 The CHAIRMAN summed up by saying that the conclusions werc similar to
2o reenrded at last year!s moeting: -

(1) Cases were few in number,
(11) They did not in practice form a real loophole in the control system.
SECRET
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(iii) When goods wers held in bond for a long time there was scre
administrative inconvenience but no security risk,

(iv) The proposals madc by the United States authorities (COCOM 3029)
were not accepteble to the countrics mainly concerned with the
problem,

16, The Sub-Committee agree’ to recommend to the Committee continued reliance
on the ad hoc arrangements as in the past,

(b) Precautisns azeinct forped DV forms

17, The CHATRMAN recalled that at the last meeting (COCOM 3ub-C(57)1 para.
5%), Member Countries whici izsued DVs from a number of posts had been asked to
do everything possible to guard =jainst forged DV forms. [He asked whether any
forgeries had been discovercd during the last year.

18. The FRENCH Delegate said that bhis authoiities had had no experience of
forgeries but there had been cases whers customs stamps snd signatures had been
missing from the documeants,

19. The GERAN Delogghe ceid that forms had been disci:rerved without suffi-
cient stamps and in one ces: the velues and welights of ilic joods had been
changed, but therc had been no intertion to divert the goods to the Scoviet Bloc.

20. The BELGIAN Delegate seld that his authorilies had discovered one
forgery. He pointed out that this could not occur whare LVs were issued by
the same authority which was resnonsible for the 1o,

2. The CHAIRMAN conciuded that the problem did not appear to be a serious
one and with mors centralisation of thz issuz of DV Cartificates, forgsries would
be easier to detect and ths problem would laveely disappear,

(¢) Linking DVs with relevant I0s.
22, The CHAIRMAN stated that there hed been cartain developments since the

last meeting of the Sub-Committee, The United Kingdea (COCOM 2749), Canadian,

(cocoM 279;) and German authorities (COCCM 2911) ha¢ submitted memoranda on this
subject and there had been a discussion in the Committes (COCOM 2972), He ine

vited Delegates to give further comments.

23. The UNITED KINGDOM Delagate said that his suthorities had for the last
six months been omerating the system described in COCOH 2749. Progress had been
steady although somewhat slow. 7Th2 system was working with 50 per cent efficloncys
his authorities would try to improve upon this within the next year,

Rl The GERMAN Delegate referred to his authorities memorandum (CocoM 2911).
He said that some difficulty occurred if an importer had different consigmments for
different ICs, in which case he might not know which applied to which. The pro-
posal of his authorities was that control was effected on a consignment by con-
signment basis and the importor should be told by the exporter which licence numbef
applied to ecach consignment, The link broke when the importer did not quote

the number of the IC. There was a very simple way to ensure that the correct
numbers were given. This was for the lic msing office, when asting for a DV, to
remind the exporter to give the number of the IC to the foreign importer.

25, The FRINCH Delegate stated that since February 1958 his authorities had
been urging exporters to quote the relevant IC numbers, As he had pointed out
during ths Committee discussion (COCOM 2972) the difficulty was most likely to
occur with repeated transactions between the same people,

26, The UNITED STATES Delegatc said that his authorities stamped on the
**~~nee that a DV was needed and also attached a form saying how it should be ob-
tained. They now previded a space for quoting the relevant IC number on the DV
form., They, also required an anti-diversion clause on the commercial documents.
They had /Q&?e cooperation from the banks but the latter were unwilling to disturb
the specilal reletionship between themselves and their clients,
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27, The NETHERLANDS Delegate said that he had already expressed his sutho-

rities concern (COCOM 2572 para.8) about the accuracy of the details guoted by
the mporter. He thought that the German suggestion mignt well be useful hut in
his opinion the best solution would be for sutheritics to ask for the necessary
references on commsrcial documents., The responsibility would rest with the
authorities of the exporting country.

28, The JAPANESE Delegate said that as far as the German proposal was con-
cerned, his authoritiss hed already statod {COCOM 2972 para. 5), that they weuld
put 1nto practice a procedure along the lincs suggest ed. It was, however, diffi-
cult to bind exporiers to paes on the nscessary information to f oreign buyers.

As to the general quesiien of linking IGs and DVs, his avthorities were preparing
to put the foilowing procedure into frautwch ICs would be issued in qradruplicates
the first for the cxporter, the sscend for official transmissicn to the authorities
of the exporting country, tu(‘ third for the importer when applying for a DV, the
i‘ourth for the official reccrds,

29, The ITALTAN Delegat. said thot the procedure followed in Italy was
similar te that mentioned by the Japanesc Delsgate, The originel IC went to the
exportor togother with a letlor giving dotails of the required DV, so that he
could ek the importer te give the IC nuwuber when asking for a DV, Customs
officials in Itxliy wei2 autherised to quote the IC munbar when 1sau.ing a V. As
had bocn mentioned by the Fronch Delazate some difficulbics occurred vhen there
were :nultlplc transections in the same commcdity betwcen the sams poople, Firms
of some size however, usually menazed to link ICs and DVs satisfactorily,

30. The BELGIAN Dele ate said thet the provlom did not arise in his
country bocause DVs wore not issucd by customs posts.

31. The CHATAMAN summed up by stating thet some progress had been made in
dealing with this problem, whilc a number of schemes wer: in the exvloratory stage
ard it was too early to commecnt cn their effect, The so’ubtion to this problem
remnained with the authoritics call i’rg fo:v tie DV to drmeess on the ewporter that
he shcould pass on to the foreiyn L tor deteils of the IC under wiich the export
took place, Therc were somo mf*ualm 18 Wnen a large nmber of transactions

in the same commodity took place betwesn the same oxporter and importer. These
difficultics werc mest 1¢h,y to oceur ers uniimsned? ICs were issued and
further considerstion might be given “o this pruht ii Subeparszgravh (a) bolow,
The trading comunity was in the main awar:s of what wos reguired,

.

(@) Standerd worcing in JCs and DVs.

T

32. The UNITED KINGDOM Dolegnte said that a nev system had been introduced
six months ago - (see para. 23 above) but it was too carly to give an assessment
of its efficiency.

33. The JAPANESE Dolezate said that he had aready referred (para. 28 above)
to the new system which Ris suthorities wer» priparing to put into practice. A
BY would ve issuved aficr checking with the aporopriate IC and standardizstion
would be carried out to the maximum extent possible.

34 The UNITTD STATES Delegnte said that in the instructions issued by his
authorities to itraders, the latiter were osked to use the same terminology on %he

DV 2s on the IC. 1In any case his authoritiss asked for full deteils of dimezalions,
welght, and horse power.

35. The FRENCH Delegate suggestod that DVs should include details of the
weight or number of pieces and the value of the zoods in order to make sure that
it covered all items which had left the exporting ccuntry,

36. The CHAIRMAN, after some furthor discussion, summed up by saying that
aifficulties sometimes occurred where IVs were issued at a numbsr of posts and
v=: Ly @ centr-l ofiice., Some progress had nevertholess besn made during the
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last year: those countries which had adopted new proczdures hac founl that o
they were working satisfactorily. i7s should state sufficient details to
eneble the goods to be identified and detzils of weight or number of pieces and,
where possible, of value should be included.

<o fe) Limitation of the validity of 'unlimited! ICs.

37, The UNITRD STATES Delegate referred to his memorandum (COCQM 3028),

part III A in which his authorities propsced that an IC which was unlimited

as to quantity or value shculd be valid for not lenger than cne year from the

date of issuz. They fully asreed that some kind of blarket document was nseded
to cover repeated shipments bztween the same exporter and imoorter but the

systenm had become rather lcose: they had noted ir tances of ICs which had been
valid for three years and under which thonsands of tons of gecods had been shipped.
His authcrities thought that certain factors might have changed since the
original issue of the IC and that renewal would give them a change to go into

the case again.

38. The DANISH Delssate pointed cut that a limit of 12 months would not be
sufficient in all cases. Ships, for exeuple, tock two or three yeacs to con-
struct.

39, The FRENCH and GERMAN Delsgates observed that IUs had to be nresented to
the exporting country within three wcatns of thair ismae. Thoy thought that the
validity should nct be too much exterded by adiing these three months to the
twelve months proposed by the United States.

40. The JAPANESE Delegate said that his authorities did not issue ICs which
were unlimited as to quantity or value. They wighed it to be clearly urderstoed
that the United States proposal had no obligatery effect and no effect ocn ordinary
ICs,

41, The CHAIAMAN sumed up by saying that “or rcguler celiveries of standard
goods, ICs should have e maximwa validiy of twelve mcnths, There snould be
provision for cases of excepticn, for exampls, ships or special machine tools
which took a long time to construct.

(f) Limitation of use of trianzular ICg.
42 The UNITED STATES Delegate referred to the -roposal mads in his remoran-
dum (COCOM 3028, part IIIB). e said that this was not a sorious problem.
Triangular ICs were originelly intendec wher> commercial secrecy was involved or
where the ultimate consignee was walmown. During the last year the United States
authorities had been asted for triangular ICs by foreisn subsidiaries of United
Statss firms in cases wherc the parent firm was not a party to transaction. In
the opinion of his authoritics no responsibility should lie with the third
country but rather with the actual exporting country.

L3 The FREICH Delegate said that he disagrecd with his United States
colleague. He thought thet the buying country must havo a trisngular IC. If

a consignment had been bought in France by a United States firm for shipment to

the Middle East, the French authoritiss would have to lssue an Export Licence
giving the Middle East as the destinationg et they would nct know whether

the United States firm had permission to export tiwese geods to the Middle Baste

It was normal Tor the responsibility to rest with the proprictor of the goofs.

In this hypothetical case tho United Stetes firm would heve to take responsibility
for the eventwml delivery and the French authoritics conld only follow the owner's
instructions.

Lhs The BELGIAN, GERMAN and ITALIAN Delegates oxpaessed their agrecment with
the French point of view.

45, The CHAIRMAN, aftor some further discussion, summed up by saying that th’
was not a particularly serious problem. It was not necessary for a Member Couuucy
to issue a triangular IC if the intermediary concern was merely placing ths order
and draving a commission. However, if the trader werc the principel in the

SEGRET

Approved For Release 1999/09/16 : CIA-RDP62-00647A000200100007-3




Approved For Release 1999/09/16 : CIA-RDP62-00647A000200100007-3

SEC.ET : -8 = COCOi1_Sub-C{58)2

transaction, asstually buying and paying for the goods, it would then be preforable
to issue a triangular IC,

(g) Idmitation of IC/DVs to Iisy I and II, Atomic Enorgy and Munitiong
Ligt Jtoms

L6. The GERMAN Deleggte explained that his authoritizs had asked for the
inclusion of this itom on the agend» bacsuse they wished to stress that they
could issue ICs only for items on Lists I nnd II and the Atomic Energy and Muni-
tions Lists. He quoted from Annex A to COCOM 378 (para. 4): "It was sgreed
that the field of application should cover th: whole of List I and List II but
should be applicd only in cases sclected at the discretion of the source country.
This would climinate unnecessary routine chiecks and limit nsction to cases of
importance". He said that his authoritics had occassionally been asked to give
ICs for othor items and had felt untble to do so.

47, The UNITED STATES Delegate said that one minor problem occurring in

this connexion was that sometimes on International List definition did not exactly
tally with a definition given in the Unitsd Strtes customs list, It therafore
happenned that his autrorities controlled an item which another Member Country
might no% judge to b on the International List, He wondered if it would bo
helrful bilaterally to identify ceririn items so that other countrics could make
exceptions to their rules,

48. The CHAIRMAN noted the Garman refercnca to CTCOM 378 but remarked that
marginal differences in d2"inition were covercd by COCOM 946 (paras 3)s Summing
up, he said thnt it scemed thnt both Member nnd non-Member Countrics had asked
for IC/DVs for non-straiegic items, IC/DVs should be issued only for items on
Lists I and II and the Atomic Encrgy and Munitions Lists, with the rescrvation
that they could also be called for in cnses of marginal differances of delinition.

II. TAC SCHEME,

49. The UNITED ST TS Dolezate referred to his memorandum (COCOM 3028 part I)
in which it was proocsed to carry out a study of the TAC scheme in the light of
three years! experience. In the prot the Sub-Committee had dealt with the events
of the previous twelv: months, wherecas it was now possible to collate the exper-
ience of threc years. Thers were nc known geoneral wecknesses, but 1t was felt
that the time had now come 1o obtain more detailed information about the working
of the scheme, His authorities had prepared a draft quastiornaire which they
felt would faeilitate the study if mmpleted by all Momber Countries.

50, After some discussion, the Sub-Committee ndopted the questionnalre whieh
will bz found abt Annex A to this docuwment and rocommendod that it should be
completed and returned to the Seeretariat by July 31st.1958.

III. TRANSACTION CO'TIROLS

51. The UNITED STATE3 Delsuste said that his suthorities had evidence to show
that Transaction Controls had prevented the diversion of strateglc goods to the
Sovict Bloc., An illustrition of the effectiveness of the conmtrols was contained
in the United Strtes memorandum on illogal shipments of strategic goods (COCOM 3030
paras. 40-44).

524 The CHAIRMAN said that no difficultics inthe operntion of Transaction

Controls had arisen during th: past year. The item hed been included on the
agenda simply to give Member Countrics an opportunity for comment,

IV, NON-MEMBER COUNTRIES

(a) Revisy of Member Country utilization of available pon-Member Couptry
53 The CHAIRMAN said that the extent of non-Member Country cooperstion was

both wide and extremely uscful, He thought that it would be hel.{ul to place
each Membor Country!s experiences on record so that all might know what ¢ooperation

was avallablo,
SECRET
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Bl The UNITED KINGDOM Delegate gove the following list of the ccoperaticn
afforded to his own authorities by non-Msmber Countriss:
Austria IC/1v
Bolivla TAC
Chile TAC
Finland Erd-use statements issued by the Ministry
of Trade and Commeice
Formesa End-use gtatemsnts lssusd by the inancial
Dent, of the Provislonal Govermmert
Irish Republilis /o
Peru AT
Switzerland i
Yugoslaria s and end-uge ceriificates issued by the

Fudor,t Chapher of Commerce

The following countries requested ccopercticon from the Uaited Kingdom:

Austria 30/
Brazil IV {ozcaslionalty)
Burma DV (occasiimaliyy
Chile IC/0v
Cuba DV (occasionnlly)
Irak DV (occasionnliy)
Irish Republic IC/ov
Libya v
Liechtenstein 16,09 (occas;énaily},
Mexico : e/ (For moreury)
Peru IC/TV (fer copper and copper scrap)
Puerto Rico IOV (oscasionnlly).
South Korea oy
Spain IC {occeasiouallv)
Sweden IC/0V (occasicnally)
Thailand DV (oceasicnally)
Tripoli IC (occasicnally)
Yugoslavie 10
55. The UNITED STATES Delegate saild that hip autborities had received

cooperation from the follevwing countrics: Australis, Chile, Finland, French
Equatorisgl Africa, Gauna, Tsrasi, JamaicA. Madagascar, Maluys, Mexico, Morocco,
Nigeria, Northern and Southern Rhodesia, Peru, Spain, Sweden, Switzerland, Union
of South Africa, Venezusla, Yugoslavia.

56, The BELGIAN Delegate suggested that it would be useful if the names and
eddresses of the organisations in non-Member Countries which issued IC/DVs co ld
be macde avallable.

57, The UNITED STATES Delegate emphasised the inmportance of carefully
checking shipments to non-Member Countriecs, especlally to Swelen and Switzerland
because exporters had frequently bsen misled ' by non-officlal documente, Member
Countries could help in this respect by meking their documents evallable to
third countries, He noted that Lebanon of "ered a ccrtain degree cf cooperation
i1f sufficient notice were given and mentioned that some L :tin-American countries
for political reasons did not wish to have their wcoveration publicised. He

SEC RE T
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hoped that all Member Countries would cooperate in this respect,

58, The BELGIAN Delegate then raised the difficulty of following up
ICs and acking for their return if they had not been used. He asked how
other Member Countries dealt with this problem.

5?. The FRZINCH, GERMAN and ITALIAN Delegates said that they had had
1little experience of this prcblem but they would make investigations and be
prepared to ccrment at the nekt meeting of the Sub-Commities,

60, The UNITED FINGDOM Delegate said that it was desirable that end-use
certificates issusd by ncn-Member Countries sheuld bs trensmitted through
official channels, His avthoritiss had received an end-uese certilicate from
a non-Member Country which nad boen privetely drave up and attested by a )
notary. The document was fouwmd to be valuesless. The authoritizs of the
country concerred would have taken actiecn acainst the trader in question but
for the general legsal positicn. This illuetrated that private certificates
could be of use in the cenirol system previded they came through official
channels.

61. The CHATRMAN summed up by saring that there bad been considerable
cocperaticn frem o very large rumber of non-Merber Ceountries,  Meuber Countries
which had received such ccoperaticn shoul? give dotails, tegether with the
address of the organisation concerne’, to the Secrclariat so that a comprehensive
record could be made which was readily available to all Member Countries.

Membsr Countries should note their experience in fellowing up ICs which they had
issucd to non-Member Countries so that information could be exchanged at the

next meeting cf the Sub-Committee,

. (b) Icorholes caused through exports of smbargoed goods by ron-
Member Countries

62, The FRINCH Delogate recalled that he had already raised in the
Committee (COCOM 2889 para i3) the question of the cifect whlich the action

of non-Member Countrics had on the working of the oxport control system,

Exports of strategic items by non-Member Jcuniries was quite rogular end legal
in those countrics but the result was that the control system was having

only e marginal effect on actual exports to the Soviet Bloc. Although some
industrial non-Member Countries gave certain assurances to the Committee it
seemed that these assurances wers insufficient snd the French Delegato suggested
that the time had perhaps come for now bilateral negctiztions to scek some
method of closing this loophole in the control system. He wondered whether

the Sub-Committee were prapared to study the quastion themsck es or would
prefer simply to outline the difficulties so that the Committee itself could
work out an adecquate solution. He felt that an exchange of information between
Member Countries would be helpful in defining the problem, He pointed out

that if the result of the nresent raview was to limit the International Lists
there was all the more reason to have a siricter epplication of the control
system and it was thorefore important to have firmer assurances from non-Member
Countries.

63, The GERMAN Deolozyete said that in general he supported the remarks
made by his French colleaguc. He had alrraly stated in the Committec (cocoM
2989 para. 12) that a reduction of the Inturnational Lists might indwe non-
Member Countrics to cooperate mor: effectively. A big loophole was caused by
the non-application of the TAC scheme and transaction controls by certain
Buropean non-Member Countries.

6 The UNITED STATES Delezate said that he ajreed

German colleagues., The cases on illegal shipments prosentad in COCAM 3030
~r-yed that shipments by third countries ceused a big loophoie in the control
‘system, This was not always because of a lack of willingness to ccoperate on
the part of non-Member Countries; cooperation was not always sought by the
Mombers of the Committes.

with his French and
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65, The FRENCH Delegate interposed that his authorities had not had all the

assistance they might have expected from third countries, on the basis of the
agracments which had besn concluded, A certain Nordic country in particular
had nct always shown willingness to cooperate.,

66, The CHAIRMAN summed up by saying th-t the Sub-Committee'!s attention had
been drawn to the fact that the control systen tonded to be defeated by the
activities of certain industrial non-Member Gountrics. An exchange of information
should bz made by Member Countries on a bileteral or mzltilateral basis so that
he Committze could cstimate the size of the problam invoived, When this was
done the GCommittee could consider vhether it was advisuble to sesek further
cooperation from non-Member Countrics. This was of parbirular importance in the
context of strongthening the control system if the nimbsr of items under centrol
were reduced.  Furthermore, if the nusher of items under control were reduced,
non-Member Countrics might be more willirnz to cooperatc,

V. ILLEGAL DTVERSIONS

() Presentation snd discussion of selcoted casos_for the purpase of
£har information on. ¢ : i

k2 ] = %

1920n2u6s Waich permit o

PEAL L AT N ST o war <%

creomont technioues within

67, The UNITED ST T%S Dolegote introduced his memorsnium (CocoM 3030) on
illezel shipments of strategic items to the Scviet 3loe, He said that this
document contained only samples of hundrsds of Giversicn cases vhich had come to
the attention of his authorities, A large number of the cases referred to boron,
which seemzd to be in great demand, It scemcd that Gespite the conscientious
enforcemen® of the control system, diversions were toking place and it would
thersefore be muunelly beneficial to cisruss casais to see whother a particular
pattern could be discerned. The derumert also illusirsicd some cases where
attempted diversions had boen cuceessfully stonped. "o Tnited States Delegate
said that his authorities thought thet o mesting of eufvrcement officials would
be useful,

68, The UNITED KINGOOM Delegate said that his authorities had carefully
studied COCOM 3030. They had found the alphaboticrl rotaticn scmewhnt compli-~
oated and suggested that if a non-Member Couatry were concerned s 1t shcould be
named and, if a Member Country wers concerned, the type of control opernted should
be given if it were material to tha case.

69. The UNITED STATES Delegate gave the following list of non-Member Countries
which had been designated by a2 latter in COCOM 3030:

K Switzerlsnd

L Sweden

M Austria

N Lebanon

Q exico

R Yugoslavia
S Tangier

DCT Dependent Ovorseas Tcrrilory

70. The GERMAN Delsgate said that he would sutamit that efternoon a
diversion case for consideration by the Sub-Committee (COCTOM 3058),

T A Vorking Group comprising the representatives of the Belgian, Danish,
Freuch, German, Italian, Japancs=s, Netherlands, United Xingdom and United States
Dclegatinns was then set up to consider the diversion cases contained in COCCM 3030
and COCOM 3058, The Working Group thoen met separately under the Chairmanship of
Mr. Kagami (Japen) and roported to the Sub-Committee on April 25th., The report
of the Chairman of the Working Group will be found at Annex B to this document,
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724 The GERMAN Delegate reforred to cases where transit countries swpped

shiprents because there was no TAC ard the owners of the guods then decided
reconsign the shipment to a non-Member Country, It was important that be’h the
exporting country and the country of *he new destination shouldtls given full
details of the case,

73. The UNITED STATES Delegate said thet ke agreed with the point raised
by his German colleague. He roferred again ’co the identification of countrics
involved in diversion cases, He had already identified the non-ilember Ccuntries
mentioned in COCCGM 3030 and suggested that consideration eiould be given to
menticning Member Counirics aleo bJ name There was no questicn of mentloning
individual firms but his avthorities hcd no hesitation in renticning the nams of
the United States when concsimed in a diversion case and thought that other
Member Countries might be willing 1o do the same.

Tho The JAPANIST Delegate caid that he agreed that the alphabstical no-
tation was complica*ed. As regards, hewevsr, the que,stlcn cf revealing the names
of Member Countries invelved in diversion cases, he kvow that strong arguments
against this practice has becen raised n tho Commitice snd that it might be
difficult to change the present proccdvre,

75 The CHAIRMAN gmmad up the discuseicn on diversion cases by caying that
the Working Croup had found that no periicular patiern ¢f Aiversion could be
discerned. In casos where tranzit countries stopped shapments because there
wag no TAC end the owncrs wanted to roconsign to a nou-Mernber Country, the
exporting country and the country of the new desbtinatlon should be given full
details, Further study should be given to diversion cases already submitted
and other cases should be e2nt to the Secretarish . PReforring to the question
of naming thc countries involved in diversion cases, the Chairman said he felt
that therc was nc objectinn to naming non-Membsr Ccuntrics and that this was a
considerable help in understanding the case under scrutiny. He noted that the
question had alrcady been discussed in the Committee, where some Deleguiionz had
stated their ochct;on te paming Member Covatries., He would merely state that
from the technical point of vizw it wonld be of assisvance in deciding the pattern
of divers ion cases to kaow the nuse of the country cvouesrned., Therz was no
question of mertioning the names of firms,

VI. MINIMM SHIPMEITS

76, The CHAIRMAN said that it would be useful if the Suo-CoM’ut"'i !'s know-
ledge of the minimum shipments allowances made by Member Countries were keph
up-to-date.

77, The FRENCH, GERMAN, JAPAMESE and UNITED STATTS Delegates said that the
procedu;t'v in their countrles remained unchanged, (COOO”I Sub-C (57)1 paras. 98,
96, 95 and 97 respectively).

8. The NETHERLANDS Delezate said that his authorities had changed the
minimm shipments procedsre since the last meeting,  ALL geoods, irrespective of
their nature and destination. were subject to export licensing with the exception
of consignments of less tiun 1,000 guilders in value sent to cther O.E.E.C.
countries.

79, The BELGIAN Delegate sald that his authorities permitted all goods
except diamonds to be exported by post or railway witnout a licence if thelr valne
did not exceed 2,500 Belgian Francs.

80. The ITALIAN Delcgate sald that his authorit ules insisted that all exports
of embargocd goods, irrespective of value, should be licenssd,
a1, The CHAIRMAN summed up by saying that the Sub-Cumditiee!s factual infor-

nmntion had beenbrought up-ta—date. Member Countries which operated minimum ship-
ments exceptions were satisfied that there was no Carger to the control systenm,
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VII. INSURANCE
82, The UNITHD KINGDOM Delegate referred to the statement he had made

at the last meeting of the Sub-Committee (COCOM Sub-C(57)1 para. 118). The
CANADIAN and UNITTD STATES Dolegates had then given an assurance that the
insurance of illegal transections wounld be coverad by their regulations. Because
of the importance they attached to this gussiion, the United Kingdom authorities
would like a procise statemont on the extent to which the insurance of cmbargosd
goods was prohibited by the gencral law of each Memb:r Country. They would be
grateful for details of how any prcohibitions might arply in respect of's

(a) Shipments from a Member Country

(b) Shipments ficn third countrics, vhere the principal was a
national. or rosident of a Member Country, cubject to he
Jurisdiction of its courts and

(c) Shimments from third covntrics, whors the principal was not
a national cr & residant of a Merber Ccuntry and therafore
not subject to jurisdiction im itls ccurts,

Commenting on the nbscrvations recorded in paragraph 121 of tho Minutes of the
Sub-Cormitiec held in Mawch 1957, (CGJCW 2ab-C{57)3) the Tnited Klngccm Delegate
said thet it did not follow that rowinsarance would aluays Le placed in a country
which controlled the insurance of omoargead goods and, in any case, the disclosure
of the nature of the goods was nct on essential roguirement wunde. treaty re-
insurance,

83. The CHATEMAN said he found it hard to belicve that the law anywhere would
not allow an insurcr to be triod for aidirg an offcace against the law.

84. The BuL.GIAN Delcgate said that thore was no lesislation in Belgium
which directly affccted the insurance of emhargoed goods. He was sure, however,
that insurance corpanics would guard against any risi arnd make sare that the
commercial docwrents werc in order tefcere they made a cortract, A eerteain
amount of collaboration cculd thercfors be emartea rzom the insurance companies,

85, The NETHFRLANDS Delegate stated that the peosition was not covered by
law in his country. 40% of 211 insurance coniracts concluded in the Netherlands
were for re-insurance, Of the remainder sbout 705 was reinsured either in Now
York or London and very small amcunts in France.

86, The GERMAN Delesate said that wis authorities had a special arrangement
with the association of assurance companies, The latter had accepted a special
clause for each contract which disclaimed rospons*bi ity for unauthorised shipments.
This clause had been accepted by all companies effecting insurance on exports in
Germany. He hoped to be able to provide more information after further study.

a7, The JAPANESE Declezate scid that there was no particular legislation in
Japan which controlled the assurance of embargoed goods,  However, the insurance
comprnies knew very wsll thal ne goods could ba exported or transhipped to the
Scviet Bloe without otfici:zl avthorisation. 8o far thore had been no problems
concerning either residents or non-rzsidents. Where companies insured or r¢-
insured goods exported from third countrics to the Soviet Bloc, the premium had

to be paid in foreign cwrrency and with the authorisetion of the Japanese Ministry
of Finance, thus the transaction was subjclt to Government control. So far therc
had been no case of this kind, either for strategic or uncontrolled goods,

88, The UNITED KINGDOM Delesate said that although a contract for the
insurance of the illegal export was not actuelly proscribed in the United Kingdom,
his suthorities did not consider this importont bocause no csuxt would uphold a
compeny's liability in such a case, The greatest denger case from cascs of treaty

re~insurance wherc the commodity was not stated.

gc. The NORWEGIAN Delegatc said that there was no particular legislation
in his country coverlng the insurance of embargred goods, with the e¢xception
of a special re-insurance scheme for shipments to China which had been in operetic:
since 1953Q
89 (a). The FRENCH Delogabion sldd@l thet their mtheritioy Mod =
means of intervening in the insurance field. They considered thst the
existing, voluntarily ascepted rules constituted the maxirmm control limit
and they saw ®0 poaaibﬂity of going further, Moreover, the lsgislation at
present in Torce in Frence did mot permit of any intervention as far as
insurar®ppivechbati®nlease 1999/09/16 CIA RDP62-00647A000200100007-3
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a0, The CHAI.MAN summmed up by saying that although a mumber of Member

Cou?fries had no legislation which directly covered the irsurance of embargoed
goods, it scemed thot the normel caution of insurance companics showed them
that insurance would not be ¥~1id if the transaction conccrned wers against
the law, There was no evidence to show that insursance of illepal transactions
wos taking place. Member Ccuntries should send their answers éo the questions
put by the United Kingdem Dolegation as scon as possible to the Scerctariat,

VIII. NEZT MEETING

X ~3 » - K 1 PR ey .
2&. After a Fﬂl@f discusslon, the Sub-Conmittee 3221331 4o recommand that
e ?gxt‘moeting‘snould ?9 il in Novemoer 1958 and that particular sttention
should then be given to divsrsion casez, All relevant Coeiments should be sont
<+ o 3 « A vy Tan ca DOk . . . .
tg éhe Secretariat by Seplcuboer ZCth to allow adsquate time for translation and
STuGy .

k
o
s

Approved For Release 1999/09/16 : CIA-RDP62-00647A000200100007-3




SE

A.

B,

C.

Approved For Release 1999/09/16 : CIA-RDP62-00647A000200100007-3

- 15 - COCET Sub-C(53)2

TAG_QUESTIONMAIPE

Norrative Comments

l.

2
3.

be

5
64

To what extent do your TAC regulations permit your authorities to

fiidetein skipmente-0f <trategic gocds where there is good reason 1o

believe or suspect that they are en route for an ultimate Soviet
Bloc destination?

Have you seen any evidence of falsified or forged TAC certificates?

Have any TACs be:n issuwed to lncal residents acting as a principal for
cshipmerts of strategic zcods from tnird countries to the Soviet Bloc?
If so, is a protlem creatsd which might lead to a weakening of the

TAC schems?

Have any enquiries been received from trenshipving countries regarding
stréisogic. chiprerts walch waere d2tatdod in transit because they wers
not accompanied by Tills igsied by your Governmzat bubl were stoted or
known to bz desiined to the Soviet Bloe?  Total nunber of shipments
invelved?

What is your estimate of the effectivencss of the TAC soheme?

What are the wesknesses or loopholes in the TiC scheme? How may
they be remedied?

Statistics on Actions as Fxporting Country

L.

X 1922 ke AT

TACs issusd to local exporters for shipments cof
strategic goods to the Sovict Bloe, Total number
and value,

Statictics on Actions as Trgnshivping Country

1.

2.

Shipments of strategic goods from non-sooperating/
exporting countries destined to the Scviet Bloc
permitted to move in transit. Total number,

Shipments of strategic goods stated or known to be
destined to the Soviet Bloc prevented from moving
in transit., (Explain how final destination became
known in each instance if theshipment was not gtated
but known to be dzstired to the Soviet Bloa).

(a) From TiC cooperating exporting countries
(including C's) not accompenied with TACs or
egquivalont docwnentation. Total number,

(b) From non-ccoperating oxporting countries but
not accompanied with TACs rrem o principal
resident in a TAC cooperating country, Totul
number,

(¢) Others from non-coopersting exporting countrics,
(Give details).
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3. chipments of strategic goods destined to the Soviet
Dloc identified while in transit and prevented from
moving in transit., Total number,

(a) Identified by inspociion and roference o
camodity identification manuals,

{b) Identified by incpecticn or other observation
without reference to commodity identification
mamials.

(¢) Tdentified through other means (Cive dotails).

SECAET
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REPORT_OF TFE G HATRMAN OF THE WQRKING GROUP ON

ILLEGAT, DIVERSIONS OF STRATEGIC GOODS

April 25th, 1953

1. In compliance with the Sub-Committee's mundate, a Werking Group met
yesterday sfternoon with a view to exshenging information about diversion cases
ard to obtaining any suggestions which might help to prevent future diversicns.
The meeting was attonded by the representatiwes of the Belgian, Danish, French,
German, Italian, Japaness, Netherlands, United Kingdom ani United States Dele-
gations. The “orkirg Crouvp rad before them a memorandum submitted by the
United States Delegation (COC3M 303G), In view, however, of the volume of

the document which had teen suimitted ornly recently, it was the view of almost
all the Delegations that while they abtached gieat imvportance to this document
they wished to have further time to allow them to etudy it with the attention

it deserved, Morcover, the Frencn tert of the document was mde available only
that afternoon, Since the time allddicd tc the Working Croup for the discussion
was limited, it was svggested that a ©w cascs of diversion should be selected
for study which would he illustrative of varicus diversion patterns, with a wish
that further oppertunitics would bo providsd for the siudy cf other dlversion
cases on the occasion of the ncut Zxport Coatrole Sub-Conmittee meeting.

2, Before entering into the discuscion of indiridual cascs, certain
general remarks wers made bearing upon ithe patterns of diversions. One Dele-
gation cbserved that the cases contained in COCCM 2030 did not seem to reveal
any new pattern utilized by illegal traders for diversion, but that they would
fall under the following categoriec:

(a) ocases in which no legitimatc end-use certificates were
caliled for,

(b) those in which a Member Country hed no power to stop the
goods in tranait,

(c) those in which no transaction contiols were applied by the
country concernzd,

(d) those involving goods going frem ons non-Member Country to
another non-Member Country,

(e) those involving sheer misrepresentations or falsification of
documents,

Furthermore, another Delegation made dintinctions between three types of diver-
sions., One type of diversion might be considered due to the insuffiecient
application of the existing controls by Member Countries, In the view of that
Delegation tnis tyve of diversicn could be overcome. A secend type would be
smuggling, which always existed and would be impossible to prevent entirely. A
third type would be diversiosns which took place because certain non-Member
Countries did not apply adegnate controls, and this seemed to constitute weak
point of the strategic controls.

3. After taking note of these remarks, the Working Group turned to in-
dividual cases for examination. The German Delegation distributed a document
(COCOM 3058) describing a case for information and study by the Group. The Group
reviewed the following casess: -

1. Diversion of nickel shipments to ths Scvis 't Bloe
Altachment 2 to COCOM 3030, page 13

2. Transhipment of copper and nickel - COCOM 3058

‘3. Case of Borax Diversion prevented - No,II, Attachment 1 to
COCOM 3030, page 5.
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4e Country "G" borax exports to the non-participating country "I
No, IV Attachment 1 to COCQM 3020, page 8.

5.  Attempted diversion of borax powder to Soviet Zone of Germany,
No.,VI to Attachment 1 of COCOM 3030,

W}}ile the Jorking Group tock: as a basis for discussion these particular cases of
diversion or attempted diversion Delegates! remarks wore not limited to the
onss mentioned sbove, Other cases were described or aliuded to by Delegates in
order to indicate various techniques cmployed by iliicit traders.

b In the course of *he discussicns which took pilace, a number of points
were made abeub the lcophcies exploited by illicit traders and the possible
measures that Msuber Counlries might take in preventing further similar evasions.
In a certain case it was obgcrved that Member Countries concerned had taken all
the precautionary measurcs which were foseidle, but that the goods were diverted
as a result of lack of cooperaticn amens scr2 nen-idember Countries.  In another
instance, diversion was made possible bv +lic misuse ¢ a Member Country Import
Certificate by a naticnal of a non-Montor Sountry. Moveover, mention was made

of a case involving goods which wore exmetied frem a Membor Country to a non-
Member Country and than frem that nen-Member Country back ¢ the eriginal Msmber
Country, but were diverted 1o the Soviet Biloc on the way of their return to that
Member Country. In connexion with this last instgnce it was pcinted out that this
could happen in the case of expcrts tfroem ene Member Country to another Member
Gountry when the gecds were being roturned from the iimncriing Member Country to

the exporting Member Country, Ore Delegaticn assured the Working Group that any
re~export from his country would require an export liconce which would subject

such returned gocds to control; but were not certain whether in the application

for the prasent type of re-export an IC would be required.

5, Active discussion also took place about a triansular transacticn involv-
ing customs processing by a third country. Soinz darger of divercion seemed to

exist as to the disposition of those portiocns of the gocds which would remain in
the processing country after customs procecsing hed luken place.

6. Still another case amecnz those mentioned above involved an attempted
transhipment to the Soviet Bloc and when thisg failad to an ostensibly non-Soviet
destination. In this comiexion it was pointed out that it would be extremely
difficult from legal points of visw to stor the latter transaction since the
shipment was going to a Western Country. As a possible remedy for this difficulty
it was suggested that the transit country should (a) inform the country of origin
that the shipment had teen intended for the 3lcc @stination, and (b) inform the
country of new destination that the request for shipment of the goods concerned

to the Soviet Bloc had been rojected,

7 Appreciation was expresced by some Delegations for the exchange of
information which had taken place among the asuthorities of various Member Countries
in the investigation of diversion cases. In pairticular, such exchange of infor-
mation would be useful in regird to the casc Nc.lV in attachment I to CCOOM 2030
and further cooperation of lMuaber Governments was racuested to lccate the borax
which had been diverted. Morecver, the @mse No.VI to Attachment 1 to COCOM 3030,
Attempted Piversion of Borax Powder to the Soviot Zone of Germany,was spocifically
mentioned by a Delegation as a successful rcesuit of the ccoperation among
investigation services in Member Goverrnmentis.

8. While the study conducted by the Working Group éid not lead to any™
specific conclusions, serious and substantive discussions took place from wkich
certain existing loopholes and suggestions for possivle romedies cmerged, -Hnder
the onditions in which the Working Group had been convened, it should be admitted
that Delegations wers not adequately prepared for arrivirg at scie concrecte re-
ceumendations to the Sub-Committee. However, the exchange of information : was
iound extremely useful, and the Working Group was in agreement that the EQCCM 2030
as well as the paper submitted by the German Delegation deserved a thoraugh stuly
by the competent authorities of each Member Covniry. It was gonerallyfelt that
a future meeting wasdesirabls for further examination of various diversion cases
by experts on the acasion of the next meeting of the Export Controls Sub-Committee.,
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COCOM Doc, No, 3216

Date: Avugust 19, 1958

MEXDRANDUM FRCM THE UNITED STATES DEIEGATION
Concerning

THE ELEVENTH BATTLE ACT PTPCRT

1. The Eleventh Seminnmal Repert to the Congress of +he United

States bty the Administratur of the Mutual Defense Assistance Control

Aet of 1951 ("Battle Act), was relessed to the public on dugust 1, 1958,
ds explained to the Commiitae by the United States Delegate on dugust 1,
1958, this edition of the Batile ok Roport, entitled "Statistical
Review of East-lest Trode 1956-57", wns not submitted to dclegationg in
¢raft foru piior to publication hecause it concists only cf statistical
tables end of other material incorporated in apperdises of previous
editions, wnd beeavse a time foctor was invelved,

2. Two copics of tho Ropert arc being made available to cach delegation,
and an additional supply is being made availoblo o *he Secretariat,

Copics are also being made available to !ombor Governments through
United States Missicns,

UNCLASSTFITD
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UNCLASSTIFIED

COCOM Doc, No. 3216

Date: Mugust 19, 1958

MEMDRANDUM FROM THE UNITED STATES DELEGATION
Congarning

THE ELEVENTH BATTLE ACT REPORT

1. The Eleventh Seminnmal Repcrt to the Congress of +he United

States by the Administrator of the Mitual Defense Asgistance Control

Act of 1951 ("Battlic Act®}, was releascd to the public on dugust 1, 1958,
As explained to the Commiitae %y tha United States Delsgate on August 1,
1958, this edition of the Batilo Sk Neport, entitled "Statistical
Review of East~lest Trade 1956-57", was not submitted to delegations in
draft form piior to publication boranse it consighs only cf statistical
tables and of othor motorial incovporated in appondices of previous
editlons, and beecause a time factor was invelved.

2. Two copies of tho Report arc being made available to each delegation,
and an cdditional supply is being made availeble %o the Secretariat,

Copics are also being made availsble to liombor Governments through
United States Missicnse
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SECRET

ADIENDUM TO

1st December, 1958 COCOM Document Sub-C.(58) 2

COORDIEATING COMMITTEE

ADDENDUM 0

// 16T ol
CHAIRMAN'S REPORT

oN

A MCETING OF THE EXPORT CONTROLS SUB-COMMITIEE

April 22nd-25th, 1958

ADD the following new paragraph 89(a)s
. *

/7 89(a). The FRENCH Delegation stated that their authorities

/ had no means of intervening in the insurance field. They con-
sidered that the existing, voluntarily accepted rules constituted
the maximum control limi+t and they saw no possibility of going
further. Moreover, the legislation at present in force in France-
did not permit of any intervention as far as insurance was con-

f:erned. (WS-&) RGE-"I"‘-M o

!

SECRE?
lep décembre 1958 ADDENDUM au

Doct. COCOM Sous-Com(58)2 B

COMITE DE COORDINATION

ADDENDUM AU

RAPPORT DU PRESIDENT DU SOQUS-COMITE

SUR
LES CONTROLES 4 L!EXPORTATION

Session du 22 au 25 avril 1958

Page 16, du document en question, ajouter le par. 89(bis) suivant s

89(bis). La délégation frangaise précise au Comité que ses
autorités n'ont aucune possibilité dl'intervenir dans le domaine
des Assurances. Elle estime que les régles existentes et libre-
ment acceptées constituent une limite maximun de contrfle qui

ne lui parait pas possible de dépasser. D'ailleurs la 1égiglation
frangaise en vigueur ne permet pas d'intervenir sur le plan des
assurances. .

SECRET

Approved For Release 1999/09/16 : CIA-RDP62-00647A000200100007-3




